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LIMITED OFFICIAL USE RIO DE JANEIRO 3131 

E.O. 11652: N/A 
TAGS: ECON, BR 

SUBJECT: GOB TO INSTITUTE NEW CONSUMER PRICE INDEX SYSTEM 

REF: RIO 2425 

1 . FOLLOWING LOCAL PRESS REPORTS CONCERNING UPCOMING 
CHANGES IN GOB METHOD OF CALCULATING CONSUMER PRICE INDEX, 
CONGEN ECON/COML OFFICER SPOKE TO DR. ISAAC KERSTENETZKY, 
PRESIDENT OF THE BRAZILIAN INSTITUTE OF STATISTICS AND 
GEOGRAPHY (IBGE) TO CLARIFY DETAILS OF PROPOSED CHANGES. 

(FYI: IBGE IS THE GOB AGENCY WHICH OFFICIALLY APPROVES 

AND PUBLISHES PRICE INDICES AND OTHER ECONOMIC DATA. IT 
RECEIVES SUBSTANTIAL ASSISTANCE FROM THE GETULIO VARGAS 
FOUNDATION IN THE ACTUAL CALCULATION OF THESE FIGURES. 

END FYI.) 

2. KERSTENETZKY STATED THAT PROPOSED CHANGE WILL CREATE 
A NEW CONSUMER PRICE INDEX (CPI) WHICH WILL MEASURE 
CHANGING COSTS OF GOODS CONSUMED BY THE LOWER INCOME 
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GROUPS IN METROPOLITAN REGIONS. THE NEW INDEX WILL BE 
BASED ON A MARKET BASKET OF PRODUCTS WHICH REFLECTS 
ONLY THOSE GOODS AND SERVICES LIKELY TO BE PURCHASED BY 
LOW INCOME GROUPS LIVING IN URBAN AREAS, EXCLUDING 
HIGHER PRICED ITEMS BEYOND THEIR FINANCIAL MEANS. THE 
GENERAL CPI. WHICH APPLIES TO ALL INCOME LEVELS, WILL 
CONTINUE TO BE CALCULATED IN THE SAME MANNER AS BEFORE. 
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3. THE NEW, LOW INCOME CPI WILL NOT BE IMPLEMENTED 
UNTIL THE BEGINNING OF 1979, WHEN FIGURES FOR ONLY THE 
RIO DE JANEIRO METROPOLITAN REGION WILL BE CALCULATED. 
IMPLEMENTATION WILL BE COMPLETED BY MID- 1980, AT WHICH 
TIME A LOW-INCOME CPI WILL BE CALCULATED FOR ALL MAJOR 
URBAN CENTERS (E.G. RIO, SAO PAULO, PORTO ALEGRE, 

BELO HORIZONTE, RECIFE, SALVADOR AND THE FEDERAL DIS- 
TRICT). GENERAL CPI FIGURES WILL CONTINUE TO BE 
PUBLISHED FOR THESE AREAS AS WELL. 

4. COMMENT: POSSIBLE GOB MOTIVE FOR CREATING LOW- 
INCOME CPI IS THE IMPACT THESE FIGURES COULD HAVE ON 
IMPLEMENTATION OF GOB WAGE POLICY. AS NOTED IN 
REFTEL AND UNDERSCORED BY RECENT LABOR UNREST IN 
SAO PAULO, GOB WAGE POLICY HAS MET WITH GROWING CRITI- 
CISM FROM LABOR GROUPS WHICH ARGUE THAT GOB-ESTABLISHED 
WAGE INCREASED HAVE NOT KEPT PACE WITH THE INCREASES IN 
THE COST OF LIVING FOR LOW INCOME, WAGE EARNERS. BY 

THE NEW LOW-INCOME CPI WILL PRESUMABLY INCREASE AT A 
SLOWER RATE THAN THE GENERAL CPI BECAUSE MANY OF THE 
PRODUCTS IN THE RESTRICTED MARKET BASKET ON WHICH IT 
WILL BE BASED ARE SUBJECT TO GOB PRICE CONTROLS. THUS, 

THE GOB MAY BE ABLE TO MAINTAIN ITS POLICY OF SETTING 
LOW WAGE ADJUSTMENTS WHILE MINIMIZING THE DISCREPANCIES 
BETWEEN THESE WAGE INCREASES AND THENEW LOW-INCOME CPI. 
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END COMMENT. 

DEXTER 
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